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Rating agencies
colluded with IL&FS
execs, finds audit

CIRRUS

Times News NETWORK

New Delhi/Mumbai: A fo-
rensic audit on credit rating
agencieshaspointed tomassi-
velrregularitiesbytop IL&FS
executivesinobtainingfavou-
rable ratings, with allega-
tionsthatthe agencies did not
change ratings despite know-
ledge of stress in the group,
and colluded with the belea-
guered entity’smanagement.
The draft update by Grant
Thornton is based on several
emails between IL&FS group
executives as well assomekey
functionaries of agencies to
accuse ratings companies of
changing their action after
“privatemeetings and discus-
sions”. The mails point to in-
stances of agencies like
ICRA, CRISIL, CARE, Fitch,
India Ratings, Moody’s and
Brickworks being manipula-
ted by IL&FS management or
ignoring the warning signs.

'PVT MEETINGS'

» Several rating agencies
were manipulated by IL&FS
brass or ignored warning signs,
claims draft audit report

» Emails seem to indicate
that agencies changed
their actions after “private
meetings and discussions”
with IL&FS executives

» There were no downgrades
although the “agencies were
aware that the group was under
stress and had multiple issues”

The mails suggested for at
least three years before the col-
lapse, the agencies ignored
stress in IL&F'S, IL&FS Trans-
portation Network Ltd, despi-
te having knowledge. Between
2012 and 2018, they had con-
cerns on IL&FS, ITNL and
IL&F'S Financial Services and
keptassigning high ratings.

»Stress ignored, P 13



Agencies ignored stress in IL&FS, ITNL

»Continued from P 1

September 24, 2015, IFIN

CEO Ramesh Bawa in-
formed IL&FS vice chairman
Hari Sankaran, with a copy to
then chairman Ravi Parthasar-
thy, about liquidity issues in
ITNLduetocostoverruninvar-
ious projects. Healso highlight-
ed therise in borrowing, which
themarketsaw asa concern.

Similarly, in March 2016,
Parthasarthy, who stepped
down as IL&FS chairman
months before it collapsed,
wrote to top executives about
the cash problems at ITNL and
IL&FS Engineering and Con-
struction Company (IECCL) for

[ “or instance, in an email on

six-seven months. IECCL had
faced problems even in 2014-15.
The audit also points to an
email sent on November 21, 2011
highlighting concerns of the
three rating agencies — CARE,
ICRA and Fitch regarding prof-
itability; divestment and weak
exposure in group companies
but GT has said that there were
no downgrades although the
“agencies were aware that the
group was under stressand had
multiple issues”. Again in De-
cember 2015, Parthasarthy
wrote to ousted ICRA CEO Na-
resh Takkar regarding con-
cerns flagged on ITNL oper-
ations, but the audit suggested
thatthere werenoratingaction.
IL&FS and CARE did not

comment on the report, while
Crisil, Fitch, Brickworks and
India Ratings could not be reac-
hed for comment.

“We are aware of the inter-
im report commissioned by the
ILFS board. We are reviewing
the report, however, we can not

RATING GLITCH

commenton theaccuracy of the
reportatpresent,” an ICRA spo-
kesperson said.

What could have helped av-
ert a rating downgrade were
“private discussions and meet-
ings” that IL&FS group execu-
tives had with the brass at the
agencies, with the GT reportcit-
ing several instances. What is

more damaging for the agen-
cies, whoseroleisalready being
probed by investigativeand reg-
ulatoryagencies, arereferences
by IL&FS employees to change
the rating rationale. Surpris-
ingly; they not just played ball
butthemailssuggestthatin cer-
tain cases the words used by the
rating companies were the
same as those suggested by the
controversial group.

Infact, thereare cases where
agencies seem to have agreed to
“requests” from the IL&FS
management to delay adverse
action against ITNL and Gur-
gaon Metro to help them com-
plete certain events such as a
transaction or comply with reg-
ulatory timelines.



